
71

Health and Human Services 342.7102 

(2) Request audit or cost advisory 
services, and technical support, as nec-
essary, for evaluation of information 
and data received; and 

(3) Maintain continuous follow-up 
with the program office to obtain a 
timely decision as to whether the work 
under the contract should be continued 
and additional funds provided, or the 
contract terminated. The decision of 
the program office must be supported 
by an appropriate written statement 
and funding authority, or a formal re-
quest for termination, when applicable. 
After a programming and funding deci-
sion is received from the program of-
fice, the contracting officer shall 
promptly notify the contractor in writ-
ing that: 

(i) A specified amount of additional 
funds has been allotted to the contract 
by a contractual instrument; or 

(ii) Work will be discontinued when 
the funds allotted to the contract have 
been exhausted, and that any work per-
formed after that date is at the con-
tractor’s risk; or 

(iii) The Government is considering 
whether additional funds should be al-
lotted to the contract and will notify 
the contractor as soon as possible, but 
that any work performed after the 
funds then allocated to the contract 
have been exhausted is at the contrac-
tor’s risk. Timely, formal notification 

of the Government’s intention is essen-
tial in order to preclude loss of con-
tractual rights in the event of dispute, 
termination, or litigation. 

(c) If program requirements permit, 
contracting officers should refrain 
from issuing any contractual docu-
ments which will require new work or 
an extension of time, pending resolu-
tion of an overrun or additional fund 
request.

342.7102 Contract modifications. 
(a) Modifications to contracts con-

taining the Limitation of Cost clause 
shall include either: 

(1) A provision increasing the esti-
mated or ceiling amount referred to in 
the Limitation of Cost clause of the 
contract and stating that the clause 
will thereafter apply in respect to the 
increased amount; or 

(2) A provision stating that the esti-
mated or ceiling amount referred to in 
the contract is not changed by the 
modification and that the Limitation 
of Cost clause will continue to apply 
with respect to the amount in effect 
prior to the modification. 

(b) A fixed-fee provided in a contract 
shall not be changed when funding a 
cost overrun. Changes in fixed-fee will 
be made only to reflect changes in the 
scope of work which justify an increase 
or decrease in fee.
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